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INTRODUCTION

This document provides‘a brief description of the Central Valley Project
. (Project) and the details of the proposed new municipal and industrial (M&I)
ratesetting policy (hereafter referred to as the Proposed Policy) for the

Project. :

Throughout this document,;a number of key terms are used which have specific
meanings in reference to the Proposéed Policy. Definitions of these key terms
are provided in the GLOSSARY section of this document.

Accompanying this Public Review Document ig a booklet entitled "1993 M&I Rates
for the Central Valley Project."” This booklet (hereafter referred to as the
1993 M&I Rate Book) includes the following two sections: -

~- The "A" Section includes the 13 major schedules used in developing the
1993 M&XI water service rates. These interrelated schedules provide
details on the computations of rates for the O&M, capital, deficit, and
interest elements of the water rates.

-- The "B" Section includes the primary schedules detailing the fiscal
year 1991 M&I accounting of operations by individual M&I contractor.

Public meetings will be conducted in appropriéte locations in the Project
service area and oral and written comments on the Proposed Policy will be
obtained. The Proposed Policy will be revised as appropriate, in response to
the comments received. The Proposed Policy will then be submitted to the
Department of the Interior (Department) for final approval along with a
summary of the comments received, the Bureau of Reclamation’s (Reclamation)
responses and/or descriptions of the changes made to the Proposed Policy, and
appropriate environmental documentation required by the National Environmental
Policy Act (NEPA). The approved policy will be implemented as the new Project

M&I Ratesetting Policy.

An M&I water ratesetting policy is needed for the Project in order to assure
that costs allocated to the M&I water function are repaid by the end of the
Project repayment period. The Proposed Policy will meet this repayment
requirement. With minor variations, the Proposed Policy has been used-on an
interim basis in setting the Project’s M&I water rates for the past several

years.



DESCRIPTION OF THE CENTRAL VALLEY PROJECT

The Project was authorized by the Act of August 26, 1937, and has since been
reauthorized several times to.include new features and operating measures. .
The Project was designed for coordinated operation of its surface reservoirs
and canals with existing rivers, streams and ground water supplies. Project
operations are cdordinated to maximize water yield and delivery and efficiency
of operations. The Project catches and stores the mountain runoff and,
through a complex web of storage and diversion dams, pumping plants, canals
and distribution facilities, delivers water throughout its authorized service

area.

The Project provides multiple benefits associated with water resources
management activities. Although initially developed for irrigation and flood
control, the Project now supplies M&I water throughout the Basin, generates
hydroelectric power, provides water for fish and wildlife and water quality
enhancement, offers recreational opportunities, and provides other benefits
and services as well. The Western Area Power Administration of the Department
of Energy operates the power transmission features, while the power generation
features and all other Project functions are the responsibility of

Reclamation.

Passage of the Central Valley Project Improvement Act (CVPIA) in October 1992
increased the emphasis on operating the Project in a more environmentally
sensitive manner requiring improved water conservation and expanded use of
voluntary water transfers, and use of a balanced approach to meeting the
competing demands for Project water by fish and wildlife, agricultural, M&I,

and power components of the Project.

The Project’s plant in service costs were $3.01 billion as of September 30,
1991, $2.91 billion applicable to Reclamation’s facilities and $100 million
applicable to Western Area Power Administration power facilities.
Reclamation’s plant in service costs include $485 million for facilities
constructed by the Corps of Engineers which have been integrated into the
Project for operational and repayment purposes. The Project’s September 30,
1991, plant in gervice costs by type of facility are summarized in Table 1

below.



Table 1 -~ Project Facilities in Service
at September 30, 1991
($ in millions) .

Dams and Reservoirs . ) $927
Power Generation and Transmission 299
Pumping / Generating Plants ' 73
Pumping Plants 182
Conveyance System : 926
Distribution System 321
Drainage System . 42
Fish and Wildlife Facilities ’ 17
Recreation Facilities 14 =
Permanent Operating Facilities 42
Interest During Construction . 42
Buildings and Equipment . 29
Investigation and Development Costs 63
Other N 33
TOTAL §3;010

Table 2 summarizes the capital investment allocated to the Project M&I water
supply function as of September 30, 1991. Estimated fiscal year 1993 O&M
costs allocated to the M&I water supply function are also shown in this Table.



Table 2 ~- Costs Allocated to the M&I Water Supply Function
at September 30, 1991.

Capital Investment:

In-Basin Facilities
storage .'........,OQ....l.l...........'......._ 586’328,137

CONVEYANCE ecceossccstssastsscsscscssansacsasnscss .89,116,171
conveyance Pumping. ® 6 0 0 ® 060000 0O S0 O NSO O 8'942’ 628
DireCt P‘mping...'.'...‘...........'....l...'.. 11‘789‘422

Subtotal (1) 196,176,358

Out"of-BaSin FaCilitiEB (2)-0...0.0-.0.-.....-.. 230’915'495
Deferred Interest Capitalized (3).ececcceacscececs 26,244,984

Total - As of September 30, 1991 $453,336,837

Estimated M&I O&M Costs, Excluding Interest, for Year Ended
September 30, 1993:

Water Marketing..ceceeeececeacscnnacosccacacns $§610,929
Storage Facilities....ceeeeceecsetccacoccnnnes .1,218,453
Conveyance FacilitieS..cecececcecacecccscccnsns 1,141,337
Conveyance Pumping..ccceseccceccscecceccsscsacs 576,441
Direct Pumping.ceceeccecocecocccsscscocnsasccsanae 432,117

Total -~ Estimated for Fiscal Year 1993 . 83,979,277

(1) Project water storage and delivery system facilities
located in the Central Valley Basin of California.
(2) Project water delivery system located in ‘the San Felipe

Division service area, which is outside the Central Valley Basin.

(3) Interest attributable to 1949 - 1987; capitalized and
deferred for repayment during 1988 ~ 2030; qggfbage 12.

~ - B . N
. . EAREN

The capital investment cost allocation is updated each year to reflect
additions to and retirements from the plant investment account. Annual
updates may also reflect changes in forecasts of future Project water and

power deliveries.



The repayment requirements for the M&I water supply function are set forth in
Federal reclamation law. As shown in Table 3, the unpaid M&I repayment
obligation was about $513 million as of September 30, 1991.

Table 3 -~ Capital Costs to be Repaid by M&I Water Users
as of September 30, 1991

Total In-éasin Out-of-Bagin

Capital Investment $427,091,853 $196,176,358 $230,915,495
Deferred Interest _26,244,984 26,244,984

Subtotal (Table 2) 1453;336,837 222,421,342 230,915,495
Accumulated Deficit 75,428,001 54,748,238 .20,67;,763
Total Repayment

Obligation 528,764,838 277,169,580 251,595,258
Capital Repayment <15,584,798> <14,691,086> <893,712>
Unpaid Balance as of .

September 30, 1991 $513,180,040 $262.,478,494 $250,701,546

Costs allocated to the M&I function are to be fully repaid by the end of the
authorized repayment period. The capital costs of the existing in-basin and
out-of-basin facilities are to be repaid by the end of their repayment periods
of 2030 and 2036, respectively, as explained on pagé 6. Capital investment
coats are repaid with intereat. Anfual O&M costs, including interest on
unpaid capital and deficits, which are not repaid within the year incurred,
baecome deficits and must also be repaid with interest.

The Proposed Policy will repay the unpaid balance amounts shown in Table 3
within the authorized repayment periods. Upon approval, the Proposed Policy
will be used to determine the individual contractor’s M&I water rates required
to repay these unpaid balances. While existing contract provisions will
continue to be honored during each contract’s term, the M&I water rates will
be implemented as soon as possible throughout the Project.



ATTRIBUTES OF THE PROPOSED
— M&I RATESETTING POLICY -

Both the irrigation and M&I functions of the Project are integral water
delivery operations governed by common requirements, criteria, and principles.
The integrated operations and common characteristics dictate consistepcy and
uniformity in the ratesetting policies for these two functions wherever
possible. Accordingly, the basic principles, criteria, and methodologies
established by the irrigation ratesetting policy provided the broad framework

upon which the Proposed Policy was based.

Two fundamental concepts underlie the Proposed Policy: Individual Contractor
Accounting, and Cost of Service water rates.

== Individual Contractor Accounting refers to the determination of annual
water rates, the annual accounting for O&M and interest expenses and the
accumulation of deficit and/or surplus balances by individual contractor.
Under this concept, each contractor has repayment responsibility for the
costs applicable to its M&I water deliveries and, if a deficit occurs,
the individual contractor has continuing repayment responsibility for
that deficit. This concept was codified by Public law 99-546, which
requires annual accountings of net income or deficit for each indxvxdual

Project water contractor, as follows:

"The Secretary of the Interior shall include in each new

or amended contract for the delivery of water from the Central
Valley project provisions ensuring that any annual deficit
(outstanding or hereafter arising) incurred by a Central

Valley project water contractor in the payment of operation and
maintenance cost of the Central Valley project is repaid by

such contractor under terms of such new or amended contract . . .

. (underlining added)

-~ Cost of Service refers to the determination of annual water rates
based on the Government’s cost of providing M&I water to the individual
contractor’s designated delivery point. This includes recovery, within
the authorized repayment period, of: (1) annual O&M costs, (2) interest
costs, (3) M&I investment costs, and (4) any individual contractor

deficit balances.

In accordance with the provisions of Public Law 99-546, the repayment period.
for the main Project water system facilities, referred to as the in-basin
facilities, .began in 1981 and ends in 2030. The repayment period commenced
the year after the last major water storage facility, the New Melones Dam and

Reservoir, was placed in service.

A separate repayment period of 1987-2036 has been established for the costs of
the San Felipe Division facilities, also referred to as the.out-of=-basin
facilities. The repayment period for the out-of-basin facilities commenced
the year after these facilities were substantially completed. For repayment
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purposes, the Proposed Policy isolates the costs of the San Felipe Division
out-of-basin facilities. The San Felipe Division contractors have sole

repayment responsibility for the out—of-basin costs.

Under the Proposed Policy, annual M&I water rates are based on operating cost
and capital cost pools, or components, and interest and deficit recovery
rates, where applicable. The O&¥ cost components include the annual labor,
supervision, materials, and other types of O&M expenses associated with each
of ' the five operating cost components -- water marketing, storage, conveyance,
conveyance pumping, and direct pumping. The capital cost components --
htorage, conveyance, conveyance pumping, and direct pumping -- are associated -
with recovery of the costs of- structures and facilities within the applicable -

in-basin and out-of-basin repayment periocds.

A preliminary step in the determination of annual 0&¥ and capital cost
component rates is to accumulate thé total pooled cost and the acre-feet of
water deliveries applicable to each component. Once the costs and acre-feet
applicable to each component have been determined, the basic methodology for .
computing annual water rates is to divide each component‘’s pooled cost by its
corresponding acre-feet of water deliveries.

-~ For the O&M cost components, the annually determined rates are
computed by dividing the pooled annual costs by the corresponding
projected annual water deliveries for each component, respectively.
Operating cost components are assigned to contractors on the basis of the
services used to deliver their water supply. All water deliveries
‘require water marketing services. While most contractors require storage
- services, several Project contractors operate and maintain the storage-
and conveyance facilities that provide their water service at their own
expense. In those cases, the pooled O&M cost componenté are excluded

from their water rates.

-- The in-basin capital cost components are determined by accumulating
all M&I plant costs by component, as of the most recently completed
fiscal year, and then dividing each component’s costs by its total
historical and projected acre-feet for the authorized repayment period of
1981-2030. The resultant component capital rates are then combined as
applicable by individual contractor. The combined capital rate is then
multiplied by the total quantity of water to be delivered to the
contractor during the 1981-2030 repayment period, with the result being
the capital cost allocation to the contractor. This allocation, less any
repayment realized as of the end of the same fiscal year, is then divided
by the present worth of remaining deliveries to be made during the
repayment period, with the result being the individual capital rate for.
the then~current water year. The present worth of remaining deliveries
concept is provided in the GLOSSARY on page 36.

-— The out~of-basin capital cost component is determined in the same
manner as that described above for the in-basin capital cost components,
only using the capital costs, repayment period, water deliveries, and
interest rate applicable to the out-of-basgin facilities.



--- The interest recovery rate is comprised of two elements: interest on
unpaid plant investment, and interest on deficit balances, by individual
contractor. All interest costs are computed annually on a compound
basis. This component is described in detail starting on page 11.

-- Individual contractor deficit recovery rates are computed by dividing
the contractor’s accumulated deficit balance as of the end of the most
recently completed fiscal year by the present worth of that contractor‘s
projected deliveries over the remaining repayment period. The présent’
worth of each contractor’s projected deliveries is computed using each
contractor’s composite deficit interest rate.

Deficits or surpluses, as well as the updating of accumulated deficit or
surplus balances, are determined each fiscal year. All M&I O&M costs are
compiled and grouped into the components indicated above. Costs in each
component are allocated to those contractors utilizing that component, based
on.each contractor’s respective share of the total annual water deliveries for
that component. Interest charges on O&M deficits and on unpaid capital
investment are then added to the O&M costs, resulting in the total costs
assigned to the individual contractor for the year. Total costs applicable to
each contractor are then compared with the corresponding revenues applicable
to each contractor. The result is either a net surplus or deficit for that
fiscal year. A hypothetical example of this process is shown below:

Revenues - Contractor A $500,000

O&M Expenses - Contractor A

Water Marketing $28,000
Storage 43,000
Conveyance 89,000
Conveyance Pumping 37,000
Direct Pumping 16,000
Total O&M ' 213,000

‘ Interest Expenses - Contractor A 120,000
Total Current Year'Exbenses 333,000
Net Surplus (Deficit) -~ Contractor A - +$167,000

Contractor revenues are applied first towardé'cﬁrrent year expenses -- O&M and
interest expenses. Revenues ih excess of: current ‘year, expenses are then
applied first to repaying allocated capital costs, and’ second to unpaid prior
year O&M costs (i.e., deficits).

The total of the assigned O&M (including interest), capital, and deficit (if
applicable) rate. components constitutes the contractor‘s annual water rate.
The applicable components and the makeup of each contractors 1993 water rate
computed in accordance with the Proposed Policy is shown on Schedules A-2 and
A-3 of the 1993 M&I Rate Book.



Description of Water Rate Components

A general description of each of the M&I water rate components, computational
mechanics, and other specifics 1s provided below. .

Water Marketing ,

The water marketing cost component includes the costs incurred for monitoring,
administering and negotiating water service contracts, maintaining water

delivery and payment records, accounting for the annual financial results for
Project water operations, developing annual water rates, and related types of

activities.

Dividing the total water marketing costs by the total projected water -
deliveries for the corresponding water year results in the average cost per

acre-foot for this component.

Storage

The storage 0&M cost and capital investment components represent the costs of
project facilities associated with the collection and storage of Project
water. These facilities consist primarily of the Project‘s dams and
reservoirs, such as Shasta, Folsom and New Melones.

All contractors receiving storage services are assigned a Project-wide capital
"rate, except for the Foresthill Public Utility District (which has a fixed
repayment obligation) and the San Felipe Division users whose storage capital
rate includes an adjustment for the costs of the San Luis Pumping-Generating
Plant. Because the San Luis Pumping-Generating Plant serves as a pumping-only
facility for the San Felipe Division, the costs of the San Luis Pumping-
Generating Plant are assigned to the San Felipe Division as direct pumping
costs, rather than as storage costs. ) '

Storage O&M costs include the project use energy costs associated with pumping
water at the San Luis Pumping-Generating Plant, the Columbia-Mowry System, and
the Folsom Pumping Plant. Similar to the treatment of storage capital costs,
all storage contractors receive the same storage 0&Y4 rate, except for the San
Felipe Division. The San Felipe rates. include an adjustment for the costs of
the San Luis Pumping-Generating Plidnt as described above.

R

Convevyance

The conveyance O&M and capital cost components include the costs associated
with Project facilities designed and used for transporting water throughout
the Project. Canals such as the Delta-Mendota, San Luis, and Friant-Kern
Canals, are the primary type of facility included in this cost component.



All contractors receiving in-basin conveyance services, including those in the
San Felipe Division, are assigned the same conveyance operating and capital
rate compeonents. The San Felipe Division contractors have an additional
capital rate for the conveyance facilities which are located out-of-basin and
used exclusively by the San Felipe contractors. The San Felipe Division
‘contractors perform the O& on the out-of-basin conveyance facilities.

Convevance Pumping

The conveyance pumping O&M and capital cost components include the costs of
the three main Project pumping facilities used to move M&I water through the
Project; the Tracy Pumping Plant, the 0‘Neill Pumping-~Generating Plant, and
the Dos Amigos Pumping Plant. Separate O&M and capital rates are computed for
each of the three pumping plants and those rates are assigned to contractors
whosae water is pumped through these pumping plants.

In addition to labor, supervision, and other typical O&M cost elemefts,
conveyance pumping O&M expenses include project use energy costs. Project use
energy costs are charged on the energy used to pump water at each of the
pumping plants. The amount of energy required to pump an acre-foot of water
varies at each of the three facilities because of the different lift
requirement at each facility. The greater the lift requirement, the more
energy required to pump each acre-foot of water and the more pumping O&M
expenses associated with that acre-foot of water.

Total conveyance pumping costs are assigned to pumping plants based on each
plant’s prorata share of project use energy used. The per acre-foot rates
calculated for each of the pumping facilities used by a contractor are totaled
to determine each contractor’s conveyance pumping O&M ratae.

Separate conveyance pumping capital rates are calculated for each of the three
pumping plants based on the recorded capital costs as of the end of the most
recently completed fiscal year. A rate per acre-foot is calculated for each
facility based on its total historic and projected deliveries during the 50-
year repayment period. The rates for each of the main pumping facilities used
by a contractor are totaled to determine the contractor’s capital rate for.

conveyance pumping.

A portion of the Tracy Pumping Plant’s capital costs and O&M expenses are
assigned to the Friant-Kern Canal and Madera Canal contractors on the basis of
the historical and projected deliveries to the Exchange contractors lécated in
the Delta-Mendota Pool service area.

Direct Pumping

The direct pumping O&M ard capital cost tomponents are based on the costs
associated with relift pumping plants which pump water exclusively for
specific contractors. These facilities were constructed by Reclamation and
are now operated and maintained by the local water districts whose water they
pump. These facilities and the operating entities follow:

10



Pumping Plant : Operator

Wintu Pumping Plant Bella Vista WD
Contra Costa Canal Pumping Plants Contra Costa WD
Ygnacio Pumping Plant Contra Costa WD -
Clayton Pumping Plant, Contra Costa WD ‘
San Luis Relift Pumping Plants San Luis WD
Westlands Relift Pumping Plants Westlands WD
Pleasant Valley Pumping Plant- Westlands WD

" pacheco Pumping Plant ) Santa Clara Valley WD
Coyote Pumping Plant Santa Clara Valley WD

The direct pumping capital costs as of the end of the most recently completed
fiscal year are allocated to the contractors using the facilities. A per
acre-foot rate is calculated for each plant based on the total of the
historical and projected deliveries over the 50-year repayment period.

Because each pumping plant is operated by a local water district at its
expense, the only Project O&M costs to be recovered are the project use energy
costs. Project use energy costs are charged directly to the user of the

direct pumping facility.

Interest

M&I is an interest bearing function, and interest is computed annually on both
the individual contractor’s unpaid capital cost allocation and their
accumulated deficit balances.

Annual interest on general (non-specific) plant investment is calculated using
a composite interest rate for the Project. The interest rate applicable to
the unpaid plant investment balance during the 1949-1973 period is 2.5
percent. The facilities placed in service after 1973 had higher authorized
interest rates. A composite interest rate is developed each year which weighs
each of the authorized interest rates by the expenditures to date for the in-
gservice facilities. Since 1973, the composite interest rate for the in-basin
facilities has gradually increased to a rate of 2.832 percent in 1991. The
composite interest rate is updated annually to reflect any additions to the
Project plant in service accounts and their authorized interest rates.
Interest on the unpaid balance of the specific costs allocated to individual
contractors is calculated using the authorized interest rate for the specific
facilities.

Interest on individual contractor deficit balances is based on different
interest rate criteria. The deficit balance for an individual contractor
refers to the accumulation of annual O&M and maintenance costs, including
interest expenses, which exceeded the annual water service payments made by
the contractor. As explained below, interest on each contractor‘’s cumulative
deficit has been based on separate interest rate criteria applicable to three
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periods: 1949-1976, 1977-198S, and 1986-present. The specific rates
applicable to each year‘s deficit are displayed on Exhibit 2 under the
"Interest Rate" column. A brief discussion of the interest rates for each of

the three -periods follows:'

«= The Project unpaid plant investment interest rate is applied to all
operating deficits incurred during the 1949-1976 period. The rates uged.
during this period were comprised of a specific rate of 2.5 percent for
the period 1949-1973, which gradually increased to a composite rate of
2.654 percent in 1976. Use of the unpaid plant investment interest rates
is consistent with Reclamation’s practices and instructions during that

period.

== In 1977, new instructions were received which prescribed applying
annual Project power repayment interest rates to future M&Y deficits.
Given this -second interest rate criteria, a composite deficit interest
rate was computed to reflect the wexghxng of the annual deficxts and

applicable interest rates.

~-— In 1986, the 1977 instructions were superseded by the enactment of
Public Law 99~546. Section 106 of that law provides for the application
of an annually updated Federal interest rate to all annual deficits
incurred by Project water contractors. Annually, each contractor’s
composite deficit interest rate is updated for new O&M deficits incurred
at the applicable Section 106 deficit interest rate. The composite
deficit interest rates applicable to each contractor’s O&M deficit as of
September 30, 1991, are shown on Schedule 12A, page 1 of 3, qf the 1993

M&I Rate Book.

Deficits

Annually, deficits or surpluses by individual contractor are determined by
comparing each contractor’s total allocated costs with their respective
revenues. A detailed description of how the deficits or surpluses are
determined, as well as an explanation of how deficit recovery rates are
calculated, was provided on page 8.

12



Deferred Interest Method

A potential inequity in the allocation of interest was identified during the
early development of the Proposed Policy. This inequity stems from a
disproportionate allocation of interest costs. An example of how this
disproportionate interest allocation occurs follows.

-

-~ If, in the firet year of M&I water -deliveries, only one contractor was
taking water from a system ultimately designed for 50 contractors, all
the plant costs of the M&I function and the repayment interest for that
year would be allocated to the one user. The contractor would not be
ultimately responsible for repaying all the capital costs, as the capital
costs would be reallocated each year based upon the then-current '
contrdctors receiving water services. However, there is no retroactive
adjustment of allocated interest expense. Accordingly, the contractor is
forever burdened with the repayment obligation for the entire interest
amount computed for the initial year. These interest costs together with
assigned O&M costs result in increased deficits, as well as increased
interest charges on those deficits.

The need for a method to equitably allocate historic interest costs during
completion of the many features of the Project 1led to the development of the
Deferred Interest Method. The Deferred Interest Method established the period
1949-1987 as the period during which inequitable plant allocations and
interest computations occurred. As such, M&I plant costs, annual plant
interest, O&M deficits, and deficit interest applicable to that period were
recomputed under the Deferred Interest Method.

As shown on Exhibit 2, interest for the early project years, 1949 through
1987, under the Deferred Interest Method is $26 million less than the amount
of interest originally computed and allocated to contractors. The Deferred
Interest Method ensures recovery of the $26 million by amortizing these
charges as an additional capital cost component to be repaid over the
remaining Project repayment period. By doing this, it permits the
reallocation of capital costs and the resultant computation of a substantially
lower amount of interest as of 1987, while still providing for full recovery
of the interest amount. This is accomplished by capitalizing the $26 million
of deferred interest at the applicable 7.2063 percent composite interest rate
(Exhibit 2), and including a deferred interest component in M&I rates to
recover such amount.

Both the Deferred Interest Method and the original interest computation method
yield essentially the same financial result to the U.S. Government. The
difference between the two methods lies in the procedures for computing
interest costs by contractor and in the timing and method for recovering such
interest costs. The Deferred Interest Method erases the inequity in computing
contractor annual interest for years prior to 1988, resulting in $26 million
less interest computed through this period, and provides for recovery of the
$26 million, with interest, through the capitalized Deferred Interest Method.

The Deferred Interest Method is the procedure utilized in the Proposed Policy.

13



M_inimum M&I Water Rate

The M&I ratesetting policy will continue to honor the water rate provisions of
existing long-term M&I water contracts even though some of these rates are
less than the cost of service rates computed under the Proposed Policy.
However, the Proposed Policy does not (preclude COntractqrs from voluntarily
paying the computed O&M or cost of service rates.

Contractors with long-term contracts having water service rates in excess of
computed cost of service rates will be required to continue paying these rates
until the contract expires or is renewed. Upon renewal, the contract will
provide for annual adjustments of the water rate to the higher of the annually
computed cost of service rate or the minimum M&I water rate as described

below.

The minimum Project M&I water rate shall be the higher of: (1) a rate of §15
per acre-foot, or (2) a rate equal to the O&M costs applicable to delivering
Project M&I water to the contractor’s designated point of delivery.

An example of the computation of a contractor’s minimum water rate follows:

Water Marketing:

Budgeted O&M Costs - 1993 $610,929

Projected Water Deliveries - 1993 387,694

Cost Per Acre-foot $l1.58
Storage O&M:

Budgeted O&M Costs - 1993 $§1,218,453

Projected Water Deliveries - 1993 369,139

Cost Per Acre-foot _ 3.30

Conveyance O&M:

Budgeted O&M Costs - 1993 $1,141,337

Projected Water Deliveries - 1993 217,038

Cost Per Acre-foot 5.26
Total O&M Cost Per Acre-foot $10.14 *=*

** Ag the computed O&M rate is less than the $15 minimum rate, the
rate applicable to the contractor in this situation would be the §$1§

rate.

All water revenues, including minimum M&I water rate amounts, will be )
accounted for by individual contractor and will be available to meet current
and future repayment obligations applicable to the individual contractor.

14



Once the M&I function of the Project achieves an overall positive repayment _
status, the use of a minimum rate procedure will be suspended. 1In place of
the minimum rate procedure, the minimum Project M&I rate will bacome the O&M
rate, so long as the Project maintains a positive repayment status.

Once the Project is in a positive repayment status, a mechanism will be
established for crediting contractors for payments they have made in excess of
their allocated share of capital and operating costs. Such a mechanism may
include reductions to water service bills, and other such credits as may be

determined appropriate at that time.

15



Recovery of M&I Investment

The Proposaed Policy recognizes the legal requirement of honoring the Project’s
existing long-term, fixed-rate water service contracts. However, honoring
these contracts provides very. little opportunity to adjust the M&I rates or
increase the amount of M&I revenues. In the absence of authority to _ '
unilaterally increase the contract rates, M&I revenues do not begin to’
increase appreciably until 2005, when the first major group of fixed-rate
contracts are subject to renewal. During the 1992 through 2004 period, the
inability to generate sufficient revenues to keep pace with steadily rising
0&M and interest costs will, in all probability, result in a continuing
downward slide in the M&I financial position.

A graph (Figure 1) depicting the estimated revenues and interest expenses
flows for the period 1990-2030 is provided on page 20. This Figure does not
consider the impacts of potential early contract renewals under the provisions
of Public Law 102-575. The Figure represents estimated revenues and interest
expenses with contract renewals accomplished in accordance with existing

contract provisions.

As shown in Figqure 1:

~- Annual revenues rise gradually from $6 million in 1990 to
approximately $22 million in 200S. This relatively gradual rise in
revenues is attributable to a combination of factors, including a limited
number of renewed contracts at cost of service rates, periodic
‘adjustments of rates for contracts with rate adjustment clauses, gradual
increases in annual water sales, and annually increasing water rates.
While revenues gradually increase between 1990 and 2005, annual O&M
deficits continue to increase during this period.

-~ Annual revenues during the period 2006-2013 rise dramatically
reflecting a major block of contract renewals during this pericd.

-- Increases in annual revenues after 2013 are due primarily to some
increase in water sales and increased O&M costs which are assumed to
escalate at an annual rate of five percent in the revenue analysis.

-- As contracts are renewed with cost of service rates, annual deficits
quickly disappear and substantial annual surpluses occur. As interest
charges decrease on outstanding O&M4 deficits and unpaid capital balances,
greater net revenues become available for repayment. A sharp increase in
revenues occurs during 2022 and 2024 due to the renewal of a block of
contracts having a significant amount of M&I water deliveries.

16



asuadx3y 1satauj

SINUDADY _m:CC< -

puaba

. dedx

0eol LTAV 14 0zoc . Sloc oloc sooc 0goc S661 t66l

P! __-_ ] _-_— I LI 1 _ { 1 LI ] I i 1 LIP| 1 1 Ll 1 | 1 I 1 1 | ' ] 0

- 0l

0¢

113

oy

0s

09

0L

siejlog jJo suol|jiw

08

06

0ol

oLl

: 0zl
asuadx3j 159191U| puUE SINUBAIY

L 9ing1

17



b 31qiyx3

S6Y'28¢€°18Y
22L°402°2L
298'e82'2
6852828
028'01L'8
v%8°982°6
115°289'6
seg'zeg'ol
£€9°020°1)
905°16£°1L
688°'9€1L°21
g62'g69 2t
695°515°S)
991 86’91
67°'982°5)
01922291
990°296°91
v16°s10°gl
FA 8150}
6leiz0'sl
259'050'81
<2£°290°L1
668'280°81
LiL'y20'st
§£22'655'8)
060°s2€°21
865°'29%°6
62£°058'6
S£0°256°6
oBL'zeg’olL
£99°'22°08
£sy'6L5°'01L
02g'yg0°LL
o6l'gs2’1t
g2y
olz'oL2'2y
655°L€9°1LL
21E'e99°11
%69°99L"6

XSLE°L @ SnjeA
JUISIIg

61%9'868'28£'2

L LL'LE9° 201
%29'625°201
260°229'901
£98'911 50l
Zit’oze’ 901
SLL'S6€°101L
660°912 001
00%°s%0° 001
SOLYLLE'96
902°195°56
638%°180°¢€6
8LL°g08'26
0L’ 28°16
S6%°6%5°06
212'zes’68
218°9%1°28
652°502°98
98Y°g52’8
$86°0Y9 02
58999269
gL '9gy’ Ly
258°029°09
265°€12°95
010°996°ss
2y Is'sg
9y 998° g2
Lg0’9gL ‘€2
029°'s2L°12
929°620°L2
228'ory‘oe
y19°€69°81
166°251°91
152°9%2°21
018°152°91
£0Y°0LE’9L
105°668°9L
880°2%9's1
5999’0l

SNUIAY
Jojepn

oY |

ujsug-}0-3n0 BuipnIau]
$J039043U07 1Y

€661 484 1BIS1) 40} I3@J ISIIAIUL Juswhedal 9yG-66 M 2119nd 393f04d Ad}jEA 19J3L2) (Y)
*(s5J4012843U0) 11V) 23S 1IVrY¥d:5as (g)

280°612°251
9ig£'902°2
9£6°99¢°2
898°816°2
622'189'2
228°958°2
6%1'9%0°¢
$86°052°€
LI VA M
29y's0L’s
8lEss6’s
28s'see’y
062°S1S'Y
S6%°228'Yy
122'%21's
SSE'6EY'S
626°522'S
Y£0°62L°9
218'505°9
965°€08'9
9£9'68L°2
299'565°2
y15'220°8
120°12%'8
2966558
62%°988°L
£22°866°1L
gee'otL’e
286°0%2°2
SL8°16€°2
WL L'
282°809°2
90£°9%2°2
626°688'2
92°010°€
e L'E
0L2°y28’S
059°169'S
2907599°¢

XSLE°L © ONYEA
U3SIIY

*(AJup sJo3ocea3uo) upsed-3o-InQ) 23S°60-rydisas (2)

*(uiseg-jo-Ing Euipn1ax3 5J40308J3UCD )1V) 23S BONrYd:§IS (1) :994nos

026°€£9'98.
660°096°2¢
626°0£6°2¢
WLL°289°2¢
v18°558’ 28
529’901 °2s
506°s88°LE
£65°689° L€
1£9'€15°1€
681°g2¢°1€
0Y6°€YL°1E
§%£°986°0¢
29£'0v8°0¢
699°90L°0¢
Y6£°858°0€
%20°200°0€
2l0's99’62
219'92¢°62
258°166°82
826°5£2°82
2£9'882"22
295°198°22
£95'v68°92
819°29%°92
902°688°%2
00%°80L°S
009°6£0°S
008°026"Y
000°206°Y
002°'062°Y
006°669°Y
0097609y
00£°615°Y
000°62%’Y
095°962°Y
092°902°'y
096°SLLY
099°s20°Y -
09£°sg6’s

INUIAIY
Jazen

Ajup 84032843009
ujseg-j0-I1nQ

AJ170d- 0350403d 3HL ¥3IANN

0£0Z HONOYH1 SHWY3YLS 3INNIAIY J0 3NTVA IN3S3IYd

123ro3d A3717VA TVYLINID

80%°'2L1 YyeE
90%°866°Y
2Yy's9¢8’s
-~“n_~“m
Tiooer’e
290°199°9
02£°180°2
890°695°2
290°989°2
120°t81L’s
nehuhoqun
092'666'8
129°025°6
gz2'29L oL
ss2'sgs’ol
2e1'88L°LL
088°988°LL
§25°629°2L
n-“~_~“op
S02' 1256
.man“ooo”a.
moo.mmm.o
08°666°6
299°88%°01L
S2E 997’2
9L6°€52°2
£50°169°2
S0Y°126°2
69%'962°8
129°026°2L
v10°982‘8
92°'c9¢'8
902°21L°'8
898°501°6
682'90¢°9
299118
269°640°9

%828°2 B Sn\eAp
JuIsaly

66%°922°965°1
290" 129
$69'899' Y2
19£°9¢0° Y2
69%'09L°'22
289°¢92'2L
012°605°69
905°'920°69
695°1£5'89
916°286'Y9
992°2LY’'y9
y91°560°29
oLr'eor’ly
190°€28°09
101 °961°09
BeL S16°6S
£98°18%°28
£91°2428°95
62L'292°9s
250°50Y°2Y
890°8L6°LY

165°960°4¢

962°922"¢€
616°528°62
$0£°920°62
220°€0%'82
$98°928°81L
152591 gL
029°€28°91L
922°6g2'9L
229°0%2°61
y18°€80° Y1
169°9£9° €1
15221821
056°9g%°21
gyL'yoL2L
19s°eg2 ol
829°12%°6
€00°8925’9

anuaAdY
Jojep

[ommermmemreeeeeeare e rnneea]|

u}seg-j0-3n0 Bupn)axy
$4039943U07 1)V

1el0}

0£02
6202
8202
2202
9202
§202
4202
£202
2202
1202
0202
st02
L0z
2102
9102
sl0z
9102
£102
2toz
1102
otoz
6002
8002
2002
9002
$002
4002
£002
2002
1002
0002
6661
8661
2661
9661
S661
9661
€661

yv3ia

£6/51/60

£62°AJUrY¥dAL: SIS

18



¢ 31qjyx3 .

£90220° = 939y 33 }sodwo) 3SII3U] padJajag

882’181’ Q&

| £05°'99¢€'8
8se’g28’2
£29°991°2
110°296°s
950°08Y%°S
117 §1°28
SoL’2vg'€
055°016°2
018°'s09’2
628°68L°2
1%0°9£9°2
Loy’6s2’'s
669°045°2
618°'956°1L
95%°518°1
198°69%°1L
oL6’612°1L
2£1°605°L
195'559°L
sg2'o92’L
$50°L92°1
£18'002°1L
290°911°tL
216'200°t
98’999
105'€25
SEY'ses
SE0°216
(17411
268°208
£22°8%Y
982° 152
89y’ 492
€8Y°291
ra L2 1%
£20°102
256°98t
$86'2¢9
g0l 25t

PoY3Ian

JeuiBiJio

_on _oa._ ¥86°992'92-  408°986°2S
956°542 0529.20° 2£9°s2'e-  128°0Y1L°s
§92°8L¢ 005201° 2W6e°e29'e-  996°662'Y
%26°29¢ 0s2gL1° 1ys’o6i's-  280°926°S
£99°5%2 00sZ0L° ge2'sed'2-  eLL’lev’s
882’112 000560° 980°'%2g'2-  0s6°'ss2’s
618°9s 000060° 895°'¢s S19°226°2
ssi'ty 000580° Y.1°98Y 166°298°2
20£'2¢ 000080° 0¥8°€0 0L2°905°2
rAVALYS 000S20° %28°22 986°28£°2
5£Y7°SE 000020° 022°90 609°s€2'2
Sis’lg 000020°  ~"g02°0S €£8°581°2
ue'L 0%5920° 88s'29-  gig’sss’e:
Y1822 085920° $88°620°L-  Yyi8'0LS’L
y8g’sl 0sl220° 4£9'994- ty202¢°tL
2329's 000520° $80°21 69£'862°L
€010l " 000520° 201°90%- 652°5%0°1
£66'9 000$20° yi1'9L2- 964° 1496
008's}) 000520° %66°1£9- gy1'u8
269°61 000520° ~oo.~ - 6%8°299
£19'91 000520° sig’ oL’109
£21'81 000520° 216 ¢~& 29L'91s
o122l 000520° 28¢£’089- 16%9°21s
6L9°st 000520° 162°929- ILE’ L6y
2y8'Yl 000520° 869°'€64- 612°60%
202°S 000520° 282°'ged- ¥02°91Y
g28°'s 000520° 6s1°gsl- 29£'02Y
296°2 000520° 6.8°L11- 955°20%
999'€  000S20° 959" 991 - 185 028
0%2°'y 000520° Y19'69%- 1L'ss
0£8'y 000520° 212's6)- 081 °60g
oo’y 000520° S6E° 09t~ 9.£°882
465~ 000520" gyL'ee 626°€12
13 000520° 020°2- 8yy'292
c22’L- 000520° 961°8Y 6l2'982
YEL- 000520° gye's 282°612
2l 000520° 099- n_e.oo~
156 000520° £50°9g %06°8Y1
98l 000520° 62918 955’109
229 000520" 9:8°y2 FATAP 4}
919y 331})s0dwo) ey CEVEREFR T POY3IoW
pug 383J93U]  383JIU] * 383491u]
paJJ3jag jo 3194420 poJIdsag
uoj3wInaye) TONUIY e

183J433u]l 18301

8£0°INIJ30g:Nd = POYISN 1S3JalU] PIatIajag -
JeuybiJdo - 3S3JUL W30

020°1N1-3

300:N4 = POYIaN

8L0°INIJYIEINS = POYIaW 1SaJa3u] padlayaq -

020" LINI-dVJO:N4 = POYIdR 19u}B1I0 - 359493u] e3ided
s42'vs2's- wyie'aL 9tL’sev’o 652’ ooo 2l-  £££°622°0%  2L0°912°8S
8s2'819"L- 595°691°2 €28°282°¢ 92€°209°L-  90£°126'2  089'8.6°Y
gye'6lgL-  62%°258°)L 2219 E ¥90°%02°2-  185°29°2 185°9%9°Y
629°126- 120°805°1L 969°62%°2 998'gle’e- 190°99%°2  126°989'Y
61€'569- 620'612°L 86£°416°1 v16°68S°L-  669°299°'2  £19°250°Y
691°06Y- 105°296 029°25%°1 LL6°€SLL- 6yy'BER'Z 998°220'Y
620°02€- 995922 €28 9917 615°€82- 120°€02°2 . 065'98%°2
£11°92¢- 12°y%9 2287026 19095t - 2°812'2 eBee'eLe’e
£25°062- $96°255 855°¢28 292°SIL- G2L'826°L  266°980°2
669°592- 226°SgY 929°102 €282y 650°2%6°1L 481°906° 1L
9tz‘oye- gL LYE ¥%6°185 $00°992- 198°168°L  s88°251'2"
266°202- L6'sye £06°15Y 9L2'aye- 226°196°'L  gEL’ysL’2
8Ly'yze- 925°202 y96'92Y 0Ll 6YY- ge'see’e Ls%'eeR’e
285251~ geg’syl 026’00g gsg'us- 92y L9’y 6L2'682°2
165°9Y1L- 251°921 82L 922 £90°029- w01°2%2°L 291299t
2ly'eyt- 008’12t 212°992 899°492- 695°92L°1L ~m~“-m~._
291791~ 18’901 899’092 5£6°692- 812°656 €12°602°L
912°g21- £55°'96 692°222 868°69L- gy2’'Ly8 1y1°266
68l 'EtL- 592°18 906° y61 © s58'8ls- 8L%'56L ge2'ole’L
020°26- 2%¢°12 219891 229°069- 205°965 y2L2e2’l
956° 8- 9€5°99 © %69'1Lst 255°625- . 481 °5gS 1929111
8£5°29- 190°65 665921 428°259- 180°25Y 448 JAN1
208°1LS- 215'95 618901 095°9£9- 416°25Y 955°960°1L
Sy '9g- 225'9s 29626 95££°985- 68L° 45y s21'g20'L
20L’1e-- 490°9S 99222 966°126- Ss1gsg LsL°s26
yl1'9t- £25°05 “l89°99 goL‘eiz- 1£9°59¢ 662° LS
062°2L- y2L'sy 410°95 6Y8°0Y1- 8£9°9.¢ 289° LS
298’6- 02L’9E 290°9Y 285801 - 9£8°0.€ £1E°60Y
489°s- 2s2’ge 9¢6°€E 026°0Y1- 621°2%¢ 660°£8Y
€66°g- 8L5°%2 £15°82 6L9°s9L- £€55°81LE 2LV ey
0Ys 125°61 Lso’6l 252°56L- 609°682 99¢°¢8Y
8ls‘e 292°L 62L'9 £16°291- L2 %90°9¢Y
152 9%0°s1 682°Y1 988°12 £689°852 266°982
222 1St 682°LL vee- 286°052 6L1°€s2
52'2- 450°01 16221 £€0°LS 622’922 261°sLl
clg'2- 01°L 28%’6 0222 089°212 096° 402
65£°2- 266°Y 958’2 669°L 919 561 212°¢61
80%°L- gol's 1S’y 579'9¢- 108°sYl 9v%'281
229- 28€°L %00°2 208°0¢- 921°009 186°0¢9

9.8°%2- g2’z 801 ‘251
U493 14 PoY3IsK POYIaK U} 10 PoYISH POYIaH
3183433U] 18ULB}40 3S3J93U] 1eulBiJp
paJJ9sag paJJajaqg

152J93U] 3}9}49¢

31vY 3LISOdWOD 1SIYILRI Q3¥YII3Q 3HL 40 NOTIVINIIVI
. . OGNV ADI70d Q3S040¥d 3IHL YIQNN LIS3YIINI QIY¥343Q 40 NOILVNIWY3134
. - hUmﬂOxm A3TTVA TVHINTD

3saJaul \83(de)

$92JNnos

18301

2861
9861
s86l
Y861
€861
417
186t
0861
6261
8461
Il
9261
sl6l
Y261
€261
t71.1}
1261
0261
6961
896!
2961
9961
s96!
Y961
£961
2961
1961
0961
6561
8561
2561
9561
ss6l
Y56l
€561
2561
156!
0sél
6%61

Jeax

¥
£6/51/60

S71 HHNSYA-D: 8IS

19



SCS5:93MEIREN.253 CENTRAL VALLEY PROJECT

09/14/93

SCHEDULE OF 1993 CONTRACT WATER RATE ANWD PROJECTED RATE AT
CONTRACT RENEWAL PER ACRE-FOOT
BY CONTRACTOR

M&I WATER RATE PER A/F

. Year of [-------------------~----j ----------------------
Facility/Contractor Renewal . Current 1/ 3 Renewal
Black Butte D&R

County of Coluss 2/ 1993 10.80 15.00 3/

Elk Creek CSO 2008 9.00 15.00 37

Louisiana-Pacific Corp. 2011 9.00 15.00 3/
Clear Creek Unit

Clear Creek CSD 1995 18.50 21.15
Contra Costa WO .

CCWD - Contra Costa Canal 1993 4.30 4/

CCWD - Contra Loma D&R 1993 7.10 47

CCWO - New Facilities 1993 - 7.40 4/

CCWO - General Facilities 2011 10.00 49.33
Cow Creek Unit

Bella Vista WO 1995 17.50 38.17
Cross Valley Canal

County of Fresno 5/ 1996 27.21 30.80

County of Tulare 5/ 1996 32.02 40.44
Delta Mendota Canal

City of Tracy 5/ 2014 256.98 50.98

Orestimba WO 1989 6/ 28.01 28.01

Panoche WD - DMC 5/ ‘ 2009 30.11 54.21

Plain View WO 1993 28.48 28.48

San Luis W0 - DMC 5/ 2009 11.57 27.04

sunflower WO ’ 1989 6/ - 28.01 28.01
Folsom D&R

City of Rosevitle - 201 9.00 16.05

City of Sacramento 7/ 9.00 45.76

E{ Dorado ID - FD&R 5/ 2006 9.00 15.00 3/

San Juan Suburban WO 1993 ' 9.37 15.00 3/

o’
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CENTRAL VALLEY PROJECT o Exhibit 3
SCHEDULE OF 1993 CONTRACT WATER RATE AND PROJECTED RATE AT Pg 2 of 4
CONTRACT RENEWAL PER ACRE-FOOT
8Y CONTRACTOR

. M&I WATER RATE PER A/F

Year of

Facility/Contractor Renesal Current 1/ @ Renewal
Folsom South Canal

East Bay MWD 2013 17.36 95.73

Sacramento MU0

W/ Delta Charge 2013 17.59 95.27
W/0 Delta Charge 2013 8.59 73.38 -

Friant Dam

County of Madera 1995 ° 10.00 19.21

fresno County WW#18 1996 20.00 15.00 3/
Friant Kern Canal

Arvin-Edison WSD 1995 10.00 64 .01

City of Fresno 2006 10.00 134.24

City of Lindsay 1985 27.70 27.70

City of Orange Cove 1996 10.00 55.65

Lindsay-Strathmore ID . 1990 . 28.40 28.40

shafter-Wasco ID 1995 10.00 34.98

Terra Bella ID . 1991 28.73 28.73
New Melones Unit

Stockton-East WO 1983 13.21 . 15.00 3/
Sacramento River

City of Redding - SR 1996 9.00 15.00 3/

City of West Sacramento 5/ 2020 10.33 18.54 :

Diamond Lands Corp 2004 9.00 15.00 3/

Lake California P.0.A. 2004 9.00 15.00 3/

Riverview Golf & CC . 2004 9.00 : 15.00 3/
san Felipe Unit

San Benito County WO 2028 42.86 112.88

Santa Clara Valley WO 2028 37.95 111.30
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: CENTRAL VALLEY PROJECT
SCHEDULE OF 1993 CONTRACT WATER RATE AND PROJECTED RATE AT
CONTRACT RENEWAL PER ACRE-FOOT
8Y CONTRACTOR

MLI MATER RATE. PER A/F

Year of

Facility/Contractor Renewal Current 1/ 9 Renewal

san Luis Canal - Fresno
City of Avenal 2009 17.50 ) 147.70
city of Coalinga 2009 18.50 177.12
City of Huron 2009 18.50 147.09
State of CA 5/ 2009 28.14 47.76 _
Westlands WO 1985 39.55 39.55

san Luis Canal - Tracy .

. Broadview WO 1992 29.35 29.35
Pacheco WO - SLC 1987 51.45 51.45
Panoche WO - SLC 5/ 2009 32.28 54.21
San Luis WO - SLC 5/ 2009 61.75 84.43

Shasta D&R .

Shasta CWA 2005 9.00 25.44
Wonderland-Mt Gate CSD 2004 9.00 15.00 3/

Sly Park D&R
El Dorado ID - SP 1995 17.50 15.00 3/

spring Creek Conduit
Shasta Cty #25 2005 9.00 . 15.04
Shasta CSD 2004 9.00 15.00 3/

Sugar Pine Reservoir .

Foresthill PUD 2022 85.00 85.00 &/

Exhibit 3
Pg 3 of &
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CENTRAL VALLEY PROJECT

SCHEDULE OF 1993 CONTRACT WATER RATE AND PROJECTED RATE AT &
CONTRACT RENEWAL PER ACRE-FOOT
8Y CONTRACTOR
- ' ~ MLI WATER RATE PER A/F
[-emienesanerasananearasgananeces srasssasaseseces !
Year of
Facil{ity/Contractor Renewal - Current 1/ @ Renewal
Toyon Pipeline
City of Redding - TP 1990 9.00 15.00 3/
Shasta Dam Area PUD 9/ - 1993 10.05 15.00 3/
U.S. Forest Service 10/ 2008 © 20.00 18.71

San Felipe Out-Of-Basin Facilities

..................................

San Benito County WO 2008 43.00 263.67
Santa Clara Valley WO 2008 43.00 212.94

1/ May be either contract or cost of service rate.
2/ County of Colusa formerly Stony Ford WO.
3/ Represents the minimum rate since their calculated cost of service rate is less than $15.00.
" 4/ This represents the districts fixed repayment contract rates ‘and they are expected to be paid
of f by 2010.
'S/ 1n accordance with their contracts these contractors are currently in the midst of a
S-year rate adjustment. o
6/ Based on 40 years after contract was signed per Fresno field office.
7/ This is a perpetual contract having a fixed, non-adjustable rate of $9.00 per A/F. For
purposes of this projection, it was assumed that this contract would be renewed in 2023.
8/ Their contract rate has been determinded adequate for repayment of all of the districts
obligations under this contract.
9/ Their permanent contract has expired and a new one is being negotiated. They are
curently operating under a temporary contract. For purposes of this report, this rate
represents what they would be paying under a renewed contract.
10/ Rates adjusted annually in accordance With letter of agreement dated June 1, 1989.
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GLOSSARY

" Annual O&M. Annual O&M costs, annual interest expense related to the
outatandihg M&I capital investment and, where applicable, annual interest on

the operating cost deficit.

-

Historical and Projected Water Deliveries. All paid wateé delivered and

expected to be delivered by the plant in service facilities within the
Project’s repayment period. The time frame extends from the beginning of the
first year in which water was delivered through the end of the repayment

period.

In~Basin Facilities. The main project water storage and delivery system
facilities located in the Central Valley Basin of California.

Isolated Facilities. Project constructed water storage and delivery
facilities which are not operationally integrated with the main Project water
system. For example, Project water developed by Sugar Pine Dam and Reservoir
is all delivered to the local service area; none of that water is exported
from the local area for delivery to other Project water users.

long-Term Contractor. A contractor who is receiving water on a regular basis
under a water service or repayment contract having a term of greater than 10

years. -

Net Repayment. Accumulation of annual water service payments in excess of the
amount required to cover the annual O&¥ and interest costs. The revenue '
available to reduce a contractor’s deficit and capital investment balances.

Deficit. The accumulation of annual O&M and interest costs in excess of the
total revenues received from the sale of water under existing water service
contracts. The Project’s M&I water supply account has a deficit balance, and
the deficit has been increasing every year. The deficit has increased because
revenues have not covered all the operating costs.

Out-of-Basin Facilities. The Project water system facilities located outside
the Central Valley Basin of California, i.e., those Project facilities located

in the San Felipe Division service.

Paid Hater. All project water supplies scheduled for delivery to long-term
water contractors for revenue producing purposes. Project water delivered for
non-revenue producing purposes, such as water rights and mitigation, is
excluded from paid water.

Present Worth, A financial term referring to the time value of money. The
present worth concept recognizes that the interest earning capability of money
makes $1 in the future worth less than $§1 today. As an example, if $1 was
deposited today at a 10 percent interest rate, it would be worth $1.10 in 1
year. Thus, $§1 in 1 year would be worth something less than $1 today.
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Present Worth of Future Deliveries. The same concept as indicated in the
preceding Present Worth definition, only as applied to a stream of water
deliveries rather than monetary payments. Similar to the concept that money -
earns interest, M&I costs must be repaid with interest; and hence, as $§1 is
worth more today than in the future, an acre-foot of water today is worth more
than an acre-~foot sold at the same price in the future. Because of this, the
time value of future deliveries must be considered in determining capital and
o&M deficit water rates required to repay these costs within the repayment
period. The present value of future deliveries is computed by discounting
such deliveries by the applicable interest rate over the remaining repayment

period.

Projected Water Deliveries, All paid water expected to be delivered during
the remainder of the repayment period.

Proposed Policy. For ease of reference, an abbreviated title for the full
name of the M&I Component With Individual Contractor Deficit Ratesetting

Method. The Proposed Policy is explained in this document.

Repayment Period. The time allowed for the recovery of the capital invested
in a project. A 50-year repayment period has been established for the
Project. For in-basin Project facilities, the repayment period runs from the
beginning of fiscal year 1981 to the end of fiscal year 2030. The repayment
period for the San Felipe Division out-of-basin facilities extends from the
beginning of fiscal year 1987 to the end of fiscal year 2036.

Water Rate(s) or Rate(s). As discussed throughout this document, general use
of these terms refers to the cost of M&I water expressed on a cost per acre-
foot basis. When other meanings are intended in the use of the words "rate"
or "rates", such as in referring to an interest rate or rates, such clarifying

words are provided in the text as appropriate.
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